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U S. CHARCES FOUR DI AMOND DI STRI CT DEALERS
W TH BANK FRAUD | N MASSI VE CHECK KI TI NG SCHEMVE

JAMES B. COVEY, the United States Attorney for the
Sout hern District of New York, announced today the unsealing of a
crimnal Conplaint that charges DAVI D KLEIN, | SAAC DAYAN and PI N
BEN- ARl , whol esal e di anond deal ers operating in Manhattan’s
D anmond District, with bank fraud through a nulti-mllion dollar
check kiting scheme. An Information was filed in a related case
on July 7, 2003, charging a fourth dianond deal er, JACOB HAAS,
wi th bank fraud.

The Conpl ai nt charges that KLEIN, DAYAN and BEN- AR
exchanged tens of mllions of dollars worth of checks purportedly
representing legitimte business sales but which were, in
reality, as the defendants knew, nere noney transfers. The
pur poses of the check exchanges, according to the Conplaint,
were, anong others: (i) to artificially inflate the bank account
bal ances of the conspirators’ businesses, thereby permtting the

conspirators to withdraw funds to which they were not entitled;



and (ii) to artificially inflate the sales figures of the
conspirators’ businesses, thereby permtting the conspirators to
seek, renew and increase lines of credit for the conspirators’
busi nesses.

The Conpl ai nt charges that for the purpose of
di sgui sing the nature of the check exchanges KLEIN, DAYAN, and
BEN- ARl created “triangles” or nulti-point exchanges, in which
each defendant drafted, exchanged and received checks of roughly
equi val ent val ue.

As detailed in the Conplaint, fromJanuary 2000 through
April 2001, KLEIN issued checks to his co-conspirators totaling
nore than $53 mllion; DAYAN i ssued checks to his co-conspirators
totaling more than $9 million; and BEN- ARl issued checks to his
co-conspirators totaling nore than $10 nmillion

The Conpl aint also refers to other co-conspirators who
issued mllions of dollars in checks to KLEIN, DAYAN and BEN- AR .
The Conpl aint all eges that KLEIN, DAYAN and BEN- ARl received and
deposited mllions of dollars in checks fromone anot her and
ot her co-conspirators.

According to the Conplaint, as a result of the check
exchange and the deposit of mllions of dollars in checks, KLEIN
DAYAN and BEN- ARl gai ned i nmedi ate access to those funds. As
described in the Conplaint, banks hol di ng accounts for the

def endants provi ded i medi ate access to deposited funds. Thus,



according to the Conplaint, one result of the check kiting schene
was to provide instant liquidity of funds before — and regardl ess
of whether — the checks deposited into the conspirators’ accounts
ultimately cl eared.

As described in the Conplaint, a second purpose of the
schenme was falsely to inflate the sales figures for the
conspirators’ businesses, thereby qualifying themfor |oans and
| oan increases. The Conplaint charges that, in May 1998, KLEIN
obt ai ned a $400,000 line of credit, and later increased the line
to $2 mllion based on his inflated sales figures for his dianond
busi ness.

The individuals arrested yesterday, all of whom were
charged with bank fraud and bank fraud conspiracy, were:

(1) DAVID KLEIN, 47, owner of Dajoy Di anonds, Inc.,
| ocated at 580 Fifth Avenue in the D anond District;

(2) | SAAC DAYAN, 48, owner of Fortune Di anonds
| mporters, Inc. and Nes Di anond Corp., both |located at 15 West
47'" Street in the Dianond District; and

(3) PINl BEN-ARI, 56, an owner of Yardi D anonds,
| ocated at 580 Fifth Avenue in the Dianond District.

JACOB HAAS, 53, who was arrested April 3, 2003,

pursuant to a crimnal Conplaint, owed a whol esal e di anond



business in his owm nane that operated from580 Fifth Avenue in
the Di anmond District.

The charges were the result of an investigation
conducted by the New York Field Ofice of the Federal Bureau of
| nvesti gati on.

M. COMEY praised the investigative efforts of the FB
and said the investigation is continuing.

Assi stant United States Attorneys DANIEL S. RUZUWNA and
MARC A. VEI NSTEIN are in charge of the prosecution.

The charges contained in the Conplaint and I nformation
are nerely accusations, and the defendants are presuned i nnocent
unl ess and until proven guilty.
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